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EX PARTE OR LATE FILED

Writer's Direct Dial Number

Magalie Roman Salas
Secretary
Federal Communications Commission
1919 M Street, N.W. - Room 222
Washington, D.C. 20554

Re: EXPARTE
CC docket No. 80-286 ;
CC docket No. 96-45,/
CC docket No. 96-262;
CCB/CPD CC Docket No. 97-30 - Request by ALTS for
Clarification of the Commission's Rules Regarding Reciprocal
Compensation for Information Service Provider Traffic

Dear Ms. Salas:

Bank of America submits the attached letter in the above-referenced proceedings. The
letter was submitted recently in a proceeding before the California Public Utilities
Commission that addressed the payment of reciprocal compensation for services
provided to Internet Service Providers ("ISPs").

The views expressed in that letter about the financing challenges faced by Competitive
Local Exchange Carriers ("CLECs") are equally relevant to the Federal
Communications Commission's ("FCC") current deliberations regarding the
jurisdictional nature of switched, dial up calls to ISPs. The FCC's decision could have a
substantial impact on CLECs' ability to access capital markets, and we ask the
Commission to ensure that the emerging CLEC industry has the opportunity to provide
the vigorous competition in the local exchange markets envisioned by the
Telecommunications Act of 1996.
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Eight copies of this letter, two for each of the above-cited proceedings, have been
submitted to the Secretary of the Commission for inclusion in the public record, as
required by Section 1.1206(b)(2) of the Commission's rules.

Very trulyyours, \

~,~I\ ~~Jyl
Gregory I. Meador
Managing Director

Enclosure

cc: Chairman William E. Kennard
Commissioner Susan Ness
Commissioner Gloria Tristani
Commissioner Harold W. Furchtgott-Roth
Commissioner Michael K. Powell
Larry Strickling
James Schlichting
Phyllis Riggins



October 7, 199ft

Via Far:~;m{/' anti Federal £Xpre~.f
(415) 703-1758
Commisllioner P. Gregory Conlon
Califomil' Public Utililit!l Commil\!lion
50S Van Nelll\ Avenue
San Franc\."co. California 94102

Dear Commilillioller Conlon,

I wrilt 10 you on behalfof Ill.: Bank of America (tho "Bank") reBardln~ Item 12 on the
Conuni:ilion'j October 8. J998 Ag.,nda. All an importanl capital source 10 Competitive Locnl Exchange
Coniers, ("CLCd"), the Bank has an inlerCln in the Commi.'lsion's prompl resolulion oflhe pendiJIg diliPUIC
regarding dle payment otreciprocal compllnllation for llCmCCJl provided to Inlernet Service Providers ([SP~)

by CLCs. Accordingly.lhc Bank uTBClllhe Commi'llian 10 Ildoplltcm 12 IlS currenlly drnftecJ IUld
dilunbuted pursuant to Cal. Pub. Util. Code §311.S (tho "E!lculia Draft") lit il!l Octohq 8 :llfenda meeting.

WI! urge prompt !'Clolulion for lJ1e following reuo",,:

• CLCS need H",bltan~al c~pitll1lo invc.'It in switches. fiber optic cllble and facililies before Ihey are
able 10 provide service 10 the pUblic. Bec~UNe the cillih tlow from tJlose operations will not be produced
irnmedillrely. CLCs have ditliculty obtllinjng ftnlUlcing on the :<ame h:rms :l.~ the incumbent local camers
(ILEWi).

• Willi Street views the CLC ,eamelll of tbe lelecommunJclltions mnrketplDce :IS highly volatile. Al
one end aCthe ~pccU\lm, CLC:l invile oplimism beC8we of the potentinl for new cUStOmers Md compBJ'ly
consolichuions. On the other hnnd, lJ1a CLCs Inck ofcn~b now and the lLEC efforts to imptde rnukc:t entry
by new .:omp~f.itors enaenders pessimism. In /998, apprOJ:lmafe{v J7.JJJ8 in capital (high yield bonds) JIlU'

bee" ,·aised/o,. eLQ bllilhis ",,,rket iJ' clI,.relllly trnQIIClilable rille 10 recent dlsrllpllolls ill lire bond ma,·kel.

• As :l rt:iuh of the unav~illlbiJjty of: funds In the bond marlcelJl, ClCII mud illcrclL~inglyrely on bank
financing. The Federal Rc.~erve lU14 the Office of Comptroner of tbe C",rrency which regulate lenders such
as the Banlc,. limit the sources of funds Qbllnk mAy rely upon for rcpnyment ofn 10M. Typicnlly. the Bnnk's
primary source offunds for loan repayment is NNre Qvoilnble cosh flow. A. second01J'Y source js Ihe value
ohhe c:ollater01I-Accounts Receivnble nlld fixed luea;. Given the SInn-up nanJl'e ofCLC, :l.nd (he lack ot
current cnsh flow. lhe Bnnk musl!'el)' more heavily ol1lhe secondary source when nppl'o ....ing I08mi 10 CLClI.

• The uncertainty surrounding reciprocal CDmpeQ~ation cllwll:d by Ihe fLECs refulilillo pay these
monies 10 CLC:J and thc llubJccl of Agenl!a Item 12 makcR valuing a CLC's Accounts Reccivahle, ilnd
therefore evaluanng itlJ ability to qu~litY for a loan. both difficult anti cnnfu~;"g. UnLillhe CommiMinn
rclSche.i t1 deci~ion on \.hill m~tler, lLEC:I that are withholding payment may arbilnuily change their estimates
of Ihc percentage of lotal traffic th:u tcnnim1te~ to all lSP, potenrially increasing the amount orreciprocaJ
compensation that tht:y will refu~e 10 pay to the ClC pending l'ellOIUlion of thili matter. Moreover. untillhe
Commi!llion NlclI, il ill UDC1Cllf if:uld when Ihe ILECs will pay rhelle revenullll 10 the ClC. Finally, bllcllu"e
the disputed reciprocal COmpe1l611tiCln pl1ymente nre becoming an InCreDdinIJ1y larger percentagc of i\ CLefs
lobI receivables. the B:anl( iii finding it incre:uiingty difficult te fund loans haftcd on 1U1 ;JCCUnuc estimate of
IS CLC's AccOunti.l Recl!iYilblc.

• Finally, Dank lonns of the ~izo rypically rcquiO'd by n CLe, in the range of S100· ~2.50 Mmion, are
ayndic:nted [0 severnl banks. A ~yndicallng bonk require.1 cle:u- eommlmication on this i9sue nnd few ore
fnmlliar with the rcguhllory i~~\le9 pending before rile Camminion. Thcn:fore, lJle pOlcolial for II :Iucc...c~~ful



~yndicnrion llnd the li\o:elihood lh~~ i1 eLC will oblllin necell~~ry cnphul ill redllclltf by the &:um:m
unccl'tllinty•

....s shown above, unlil the Commi81ion NIcs on thill malter, etc:I BCCC:S:l to the Cllpital marlc:cu and
therefore their llbiUty to compere vlBorou.~ly iTl "he Callforn;a telecommunications mar\:etplnce is licverely
COYllllTl1ined. We urg~ the Commission LO recocnize d,e lillb~ll\ntial impact it:! decillion will have On eLClI
aCCe~:lIO the capitAl mark~t:l Md. in order to prevent ~ny furoler hann cTe~lcd by tht prl.!Scnt unccn"ilUY,
adopllhe Etcutia Orl1l\ al its October BmeeLing. Plea.~c "0 nOI hellilate tn.£p.11 me irlhc Banle can provide
you w;,h My oddi,;onal infonn"ion. rcall b' ",,,.,,,,,,.~;~ I /"

~~E rv.on ~
Managing Director

cc:: President Rlcbu4 A. ailQs
Commissioner Jes~ie I. KnISh~

Commissioner H~JUY M. DlIq~
Commis~iClner JOSittll L. Neeper


